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MONDAY, NOVBKBEB 7, 1921. 

United States Senate, 
Committee on Finance, 

WasMngtariy D, C. 

The committee met, pursuant to adjournment, at 10.30 o'clock a. m., 
in room 312, Senate Omce Building, l^nator Boies Penrose presiding. 

Present: Senators Penrose (chairman), McCumber, Smoot, Wat- 
son, and Jones. 

Present also : Senator Frank R. Gooding, of Idaho. 

The Chairman. The committee will be in order. These hearings 
have been unfortunate in that as arrangements have been made with 
clear skies, from time to time unexpected matters have appeared to 
develop. This unanimous-consent agreement for to-day was not in 
any way contemplated when this hearing was fixed for this day, 
Monday ; and it was thought that the revenue provision bill would 
be well out of the way by this date. On the contrary, it appears that 
the Senate has been driven to an agreement to limit speeches to 10 
minutes in discussing the bill during the day, which rendei*s it impor- 
tant for members of the Finance Committee to be on the floor of the 
Senate. 

This situation will be recognized by all of the gentleman present 
who have been notified that they would have an opportunity to be 
heard, and they will realize that the delays have been due to events 
which neither I, as chairman, nor the Finance Committee have any 
control over. 

It now further develops that the Congress, since these arrange- 
ments were made, has enacted a resolution, which has been made law 
by the President's signature, making armistice day a holiday for this 
year, which means that Friday will be a holiday all over the Nation, 
and every prompting of patriotism compels its observance. Satur- 
day will oe the opening of the international conference, to which the 
Senate has been officially invited, and that day therefore will be 
more or less taken up. 

So the difficulties of doing very much in the way of hearings will 
be apparent to all those who have had any probafcle and reasonable 
expectation of getting through this week. At the same time, the 
committee wants to facilitate and expedite the proceedings in every 
way, and above all to accommodate the individual necessities and 
requirements of any particular cases of gentlemen who want to leave 
Washington on account of having business elsewhere, and they will 
be very glad to have their attention called, through the secretary of 
the committee, Mr. Stewart, to those necessities. 

2495 



2496 TARIFF WOOL AND MANUFACTURES OF. 

I suppose the hearings can go on at least to-morrow, Wednesday, 
and perhaps Thursday. If the revenue bill passes the Senate to-day, 
tlie committee ought to be able to devote the greater part of Tuesday, 
Wednesday, and Thursday to the hearings; do you not think so, 
Senator Watson? 

Senator Watson. All of to-morrow, and all of Wednesday, and 
practically all of Thursdav. The Senate will adjourn on Thursday 
until Monday on account oi armistice day proceedings. 

The Chairman. To-day, of course, we are crippled as far as the 
committee action is concerned on account of the agreement in the 
Senate^ but we want to do a little to start the proceedings and to 
recognize the fact that the proceedings are officially started; and I am 
informed that Dr. McClure is ready to be heard, and that he desires 
to leave Washington. In that case, the committee will be glad to 
hear him. I also want to inform the gentlemen present that other 
members of the committee are expected here every moment, as the 
business of the Senate develops and will permit, so that we can assure 
you of a careful and attentive hearing so far as it may last. Of course, 
the hearings will be fully taken down by the stenographer and pub- 
lished. 

Now, Dr. McClure, the committee will be glad to hear your views. 
You reside at'Nampa, Idaho? 

Dr. MoCiiUEB. Yes; Nampa, Idaho. 

The Chairman. And you represent the National Wool Growers^ 
Association? 

Dr. MoCiiURE. Yes, sir. 

The Chairman. Will you state your views on the questions in- 
volved? 

Dr. McClure. Mr. Chairman, just as I got up, Mr. Fawcett advised 
me that there is some one here who wants to go away this morning. 
We would only be heard until about 12 ? 

Tljie Chairman. Yes; I think so. We can not conduct any long 
hearings to-day. 

Dr. McClure. We are very grateful for the hearing, and we appre- 
ciate exactly the position you are in. 

The Chairman. If you are not heard this morning, we can hear you 
to-morrow. 

Dr. McClube. I thought maybe some one wanted to take the train, 
and that we might only have a few minutes this morning. I mav go 
ahead ? 

The Chairman. You may go ahead. 

Mr. Fawcett. Mr. J. F. Walker, of Ohio, feels that he must leave 
this evening. Would it be convenient for him to present his state- 
ment now ? 

Dr. MoClure. It is immaterial to me. 

The Chairman. Then, we will hear Mr. Walker. 

STATEMENT OP ME. J. F. WALKER, SECBETAEY OHIO WOOL GROW- 
ERS' ASSOCIATION, MEMBER OF THE GOVERNING BOARD OF 
THE NATIONAL SHEEP AND WOOL BTnUEATT, GAMBIER, OHIO, 

The Chairman. Mr. Walker, will you please state your full name 
for the committee ? 
Mr. Walker. My name is J. F. Walker ; my address Gambler, Ohio. 
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The Chairman. What is your occupation? 

Mr. Walker. I am secretary of the Ohio Wool Growers' Associa- 
tion and member of the governing board of the National Sheep and 
Wool Bureau, and this statement that we are presenting at the pres- 
ent time will be presented on behalf of the National Sheep and Wool 
Bureau, an organization covering a great many wool growers' asso- 
ciations, particularly in the East. 

The Chairman. You may proceed in your own way, Mr. Walker, 
and state your views and that of your associates. 

Mr. Walker. In presenting this statement for the consideration 
of your committee it is not our intention to go into the matter of 
the necessity of the protection of the sheep industry of the United 
States at great length. 

We believe there is no fair-minded person but will agree that it is 
an industry not only advantageous in promoting the best interests 
of the country, but one that is absolutely indispensable to welfare ; 
practically the only industry serving in the dual capacity of provid- 
ing both food ana clothing, an industry that has been developed 
through the application of the principles of protection. Evidence 
beyond controversy has been repeatedljr submitted before every com- 
mittee holding hearings on wool tariff schedules bearing out the 
truth of this statement. 

So vital was the necessity for wool in 1918 that the Government 
took over the entire wool supply of the United States, and, quoting 
Gen. Peyton C. March, United States Army, page 12, Woo] and Rag 
Trade Eeport of the Federal Trade Commission : 

Just one instance: Take the mere question of uniforms. We must com- 
mandeer, and have done so, all of the wool of the United States, and have 
taken the wool of the Argentine. We are going to put the- whole civilian popu- 
lation on shoddy for the next year, but you can not do this thing ofQiand. 

The humiliating spectacle of a Nation like the United States put- 
ting its civilian population on shoddy, and even using shoddy and 
other substitutes for its Army requirements the first year of the war, 
should never be repeated. What if the war had gone on four or 
five years? 

The Eepublican Party recognizes the fact that sheep husbandry 
is a vital industry, and promised to protect it, as the following com- 
munication sent out by the Eepublican national committee clearly 
demonstrates : 

To the Wool Gbowebs : 

The wool industry is of vital importance to the Nation. Without wool we can 
not clothe our people. Mutton is a helpful and nutritious food and rapidly 
growing in popularity. 

If we are able to build up a self-sustaining sheep husbandry our ranchers and 
farmers must be protected from unfair competition from those countries where 
the cost of production and the standards of living are much lower than here. 

The Republican Party is pledged to protect the wool grower through an ade- 
<}uate tariff representing tJie difference between the cost of production here and 
abroad. 

The Democratic Party has always advocated a tariff for revenue only, and so 
far as the sheep industry is concerned has several times opened the door to 
free entry of wool, with consequent disaster tx) the home producer. 

Under proper protection and development, there is no reason why our farms 
and ranches can not grow all the wool required to meet the necessities of our 
rapidly increasing population. Authorities tell us that we have room for 
150,000,000 sheep to provide this need. 

The Republican Party promises to give the sheep industry of these United 
States a square deal. 



2498 TARIFF — WOOL AND MANUFACTURES OF. 

We believe that the Kepublican Party- meant what it said in this 
communication, and that your committee to-day is interested in two 
major premises: First, what shall be the basis for determining the 
duties on wool ; and, second, what " constitutes an adequate protec- 
tive tariff, representing the difference between cost oi production 
here and abroad? " . 

Woolgrowers have long contended that the duty on wool should 
be specific in nature, rather than ad valorem, for the following 
reasons : 

A conclusive objection to ad valorem duties is that when foreign 
wools decline in price and thereby produce the greatest need of a 
protective duty, the least protection is given, and when foreign 
wools advance in price, and the need of protection grows less, the 
greater protection is given — thus the ad valorem system is illogical. 

Manufacturers of woolen fabrics have recognized this, and Mr. 
S. N. D. North, secretary of the National Association of Wool 
Manufacturers, in the hearings before the House Ways and Means 
Committee, second session. Fifty-fourth Congress, made the fol- 
lowing statement : 

The wool manufacturer asks, then, that whatever protection is given him 
may be given, in part at least, in specific form, so arranged that the opportunity 
and Inducement to undervaluation shaU be reduced to a minimum and tlie law 
shaU operate with certainly, exactness, and equity. 

In the tariff heariiigs before the House Committee on Ways and 
Means, Sixty-second Congress, John P. Wood, president of the Na- 
tional Association of Woolen Manufacturers, on being asked hy 
Congressman Hill — 

What kind of a rate do you recommend, ad valorem or specific? 

Referring to woolen fabrics — replied : 

We recommend a specific rate with certain cloth, and where it Is impossi])lo 
to recommend a minimum, we recommend a compound duty. 

And, again quoting from tariff brief submitted by the National 
Association of Wool Manufacturers at same hearings : 

A duty, to afford protection to an industry, must equal the difference be- 
tween foreign and domestic conversion cost. That difference is, in respect to 
any given article, a constant factor. The only duty that will always equal such 
difference must therefore be a constant and the only form of duty that meets 
these requirements and is one that is specific in form — that is, one that is as- 
sessed at so much per unit of quantity, as for example, per pound, per square 
yard, per gallon, or per cubic foot, according to the nature of the commodity. 

If the duty is in ad valorem form — that is, assessed as a percentage of the 
value of the commodity — the amount of duty is variant, fiuctuating con- 
stantly with changes in the cost of raw material of which the commodity is 
made. Low price of raw material are constantly coincident with depressed 
business. 

We have already noted how low prices are coincident with business 
depression — 

And at such a time, when competition is most severe, profits disappear, de- 
creasing duty on an ad valorem rate invites new and killing competition to the 
domestic producer; and the fall in domestic prices, being accelerated by a 
simultaneous proportionate fall in the amount of duty, causes increased dis- 
tress to merchants through the greater loss in the liquidation of their stocks 
of merchandise. 
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Per contra, rising prices af raw material, are usually coincident with active 
business and abundant demand. At such times competition is reduced to a 
minimum, for there is enough trade for all. Under such circumstances the 
rise in prices is apt to be stimulated beyond an increase in cost of raw ma- 
terial by augmented, profits; and it is under such conditions that increased 
competition is needed to protect the buyer from exorbitant advances. If, 
however, the duties are in ad valorem form, competition is more effectively 
barred than ever, for the higher the raw material goes the greater the foreign 
cost, and so the more is the amount of duty produced by the ad valorem rate. 
Then it is that the domestic producer receives not only the protection normally 
needed but has the protective duty enhanced so that with the active demand 
tlien existing it may enable him to augment his normal profit. The effect of 
the specific duty is quite the reverse, for remaining as it does at one level, if 
domestic pi;;Lces tend to advance too much, the doors to foreign competition 
automatically open and an effective, check is at once imposed upon any in- 
crease in domestic prices beyond that made necessary by increased cost of 
raw material. 

From the point of view of the Government, Specific rates are greatly to be 
preferred, the important consideration being that its revenue should be stable 
and dependable. We have already noticed that low prices are coincident with 
dull business. Consequently, at the very time when the volume of importa- 
tions and the revenue produced thereby are greatly reduced because of a 
depressed condition of business, the revenue is still further depleted because the 
duty has to be computed as a percentage upon low prices. 

Whether considered as a matter of protection to domestic manufacturers or as 
one of Government revenue, ad valorem duties are so susceptible to the fraud of 
undervaluation as to be highly objectionable. It is undoubtedly true that cus- 
toms frauds have been perpetuated in respect to commodities that were subject 
to specific duties, but such frauds involve connivance upon the part of persons 
engaged in the customs service and a proper vigilance on the part of the Gov- 
ernment officials ought to make such collusion nearly impossible. Moreover, 
such frauds of collusion are just as possible with ad valorem as with specific 
duties, while through undervaluation, without participation by any agents of 
the customs, ad valorem duties permit vastly greater frauds in addition to such 
as may be effected by corruption. 

Because to the serious objection to ad valorem duties practically every Secre- 
tary of the Treasury for the last half century, irrespective of party, has at one 
time or another advocated the use of specific rather than ad valorem rates. In 
Appendix III we take leave to ^uote some of the opinions officially expressed by 
Treasury officials. Honest importers have been equally urgent in opposing the 
use of the ad valorem foi'm in any cases where the specific could be applied ; we 
subjoin also some notable opinions from this interest. 

So objectionable from every i)oint of view have ad valorem duties been found 
that other Governments have adopted it as a settled policy that, whenever prac- 
ticable import duties should be laid in specific form. A recent investigator of 
this subject has written : " The German has 946 numbers, all specific." 

If then the duty be specific in character, shall it be on a clean or 
^ease basis? 

For many years the woolgrowers have in^sted that the duties on 
wool should be specific, baaed on the clean content rather than on 
grease. For the reason that specific duties based on grease values 
permitted the importation of light shrinkage and drirted wools which 
were worth much more than the heavier shrinking domestic wools, 
these to a large degree deprived the grower of the protection which, 
under previous Republican tariff acts, it was intended he should have. 
Further, all wools are purchased by manufacturers on a clean content 
basis, and are only worth to him the percentage of clean wool they 
contaan, as the by-product is comparatively valueless and normally 
does not much more than pay for cost of recovery and scouring. 

The report of the Tariff Board of 1911, page 14, contains the follow- 
ing paragraph : 

Much of the objection to the present compensatory duty as giving excessive 
compensation would be removed by putting the duty on wool on the scored basis 
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instead of on the grease pound. The compensatory duty in, that case would be 
adjusted to clean content in case of all-wool goods at least and would be 
entirely independent of disputed grease wool shrinkages. 

The present Tariflf Commission reaffirms this statement of Tariff 
Board m the following language, page 26, in the Woolgrowing 

Industry : 

Furthermore, no matter which branch of the industry is more adversely 
affected by discrimination against the heavy shrinking wools, conditions will 
be equalized by imposition of the duty upon the scoured content. This would 
do away not only with discrimination between heavy-shrinking and light- 
shrinking wools, but also with the discrimination against scoured wool, which 
resulted from the triple duty on it. This has been cited as discrimination against 
the woolen branch of the manufacturing industry, which brought more wool 
in the scoured condition than did the worsted branch. 

The Tariff Board objected to an ad valorem duty, not only because of the 
difficulty in administering It, but also when prices increase and protection is 
less needed, the ad valorem duty rises, while a specific duty, when prices are 
high, becomes in effect a lower duty. When prices fall, the converse of this 
proposition appUes. In this way the ad valorem duty on wool gives the do- 
mestic woolgrower less protection when he needs more, and vice versa. Some 
manufacturers have, however, opposed this reasoning on the ground that the 
situation is entirely to the woolgrowers* interest, while from the manufac- 
turers' point of view an ad valorem duty would tend to equalize conditions 
for them in competition with foreign manufacturers. Inasmuch as their 
criticism is directed against the duty on wool, their reasoning seems iUoglcal, 
as the compensatory duty is intended solely to offset their higher costs for raw 
material. A duty on the scoured content of imported wools could only raise 
domestic wool prices by the amount of the duty, and a proper compensatory 
levy on importations of manufacturers of wool is all that is necessary to offset 
this, irrespective of the rise or fall of world prices for wool. 

And again, on pages 396 and 397, report of Taf t Tariff Board : 

The proposal to levy a duty on the scoured pound of wool implies that it is 
possible to select samples that are fairly representative of a consignment ot 
wool, and to ascertatin the clean content of the consignment by scouring and 
conditioning such samples. It also implies the establishment of conditioning 
houses to be maintained by the Government at leading ports of entry. The 
Tariff Board has carefully investigated the matter and, with the aid of the 
Bureau of Standards, has reached the conclusion that it is not only possible, 
but it is relatively a simple matter to test wool by sample at the time of im- 
portation. It has also ascertained that the machinery required for scouring and 
conditioning the wool in small lots is inexpensive and could be promptly In- 
stalled, and the cost of operation would be light. If Congress should deem it 
wise to adopt this method of collecting duties upon raw wool, it would seem 
that the details necessary for its prompt, efficient, and economical administra- 
tion may safely be left to the proper administrative officers of the Government. 

Samuel S. Dale, editor of the Textile World Becord, Senate Docu- 
ment No. 38, May 7, 1909, very clearly brings out the contention of 
the growers that the grease specific duty has worked to their ad- 
vantage, as follows : 

Q. Mr. Dale, you have here two samples of wool. TTill you kindly describe 
them? 

A. One is a sample of Cape wool received a few days ago from London by 
way of Bradford. The estimated shrinkage in scouring is 70 per cent, yielding 
30 pounds of scoured wool from every 100 pounds of grease wool. The other 
is a sample of English wool washed on the sheep's back, the estimated shrinkage 
being 20 per cent, yielding 80 pounds of scoured wool from every 100 pounds of 
grease wool. The duty on the wool like the first sample is 11 cents a grease 
pound, or 33 cents a scoured pound. The duty on the wool like the second 
sample of English wool is 12 cents a grease pound, or 15 cents a scoured pound. 
Equally wide variations in shrinkage occur in wools of the first class, it being 
possible to find wools of class 1 shrinking as high as 80 per cent and as low 
as 20 per cent. In one case the buyer gets 20 pounds of scoured wool from 
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100 pounds of grease wool; in the other case he gets 80 pounds of scoured 
wool from 100 pounds of grease wool. And yet the Dingley law imposes a duty 
of 11 cents a grease pound, $11 per 100 pounds, in each case. Thus the user 
of the first lot pays a duty of $11 on 20 pounds of clean wool, while the user 
of the second lot pays the same duty ($11) on 80 pounds of clean wool. I have, 
however, selected samples of both classes (1 and 2) in order to illustrate the 
inequality in the present tariff on washed and unwashed wools. A duty on 
wool should be judged by the amount per scoured pound. The Dingley law 
fixes the duty on scoured wool at 33 cents a pound, which is supposed to be 
the protection granted the American wool grower. As a matter of fact, how- 
ever, practically no wool is imported in the scoured condition, while none of 
the imported grease wool, on which the duty is 11 cents a pound, shrinks in 
scouring over 55 cer cent, the bulk of shrinking being much less than that. 

Under the operation of all tariff measures fixing the duty on a spe- 
cific grease basis, we find the grower deprived of a portion of the 
protection which the law assumed that he would have, and which the 
consuming public believed that he received. This was true from the 
fact that the average shrinkage of wool in the United States has 
been estimated at approximately 66§ per cent, or, that it takes 3 
pounds of giease wool to produce 1 ^ound of clean wool. This has 
been taken as a basis in the wool-tariff bills, so we find a provision 
for three times the grease duty on scoured wools. The Payne- 
Aldrich bill provided for 11 cents per grease pound or 33 cents per 
clean pound. What happened ? Manufacturers began importing 
only wools with a light shrinkage, and wools " prepared especially 
for American trade "began to appear. These wools were those from 
which the heavier shrinking portions had been removed, leaving only 
the choicest, lightest shrinking parts of the fleece, or " skirted wools,'' 
as the trade termed them. 

An interesting comparison of the shrinkage of these wools, as com- 
pared with the domestic wools, or even wools produced in the same 
country but exported to other countries than the United States, ap- 
pears in the following table. 

I will not go into the details of the table I am now going to sub- 
mit, but will ask that it be made part of my remarks. 

The Chairman. It will be printed. 

(The table, entitled " Report of Taft Tariff Board, pages 383-384— 
Shrinkage per cent," submitted by Mr. Walker, is here printed in 
full, as follows:) 

Report of Tariff Board, pages 38S-S84 — Shrinkage per cent. 



Grade. 



Belaine and fine clothing. 

One-balf blood 

Three-eights blood 

One-fourth blood 



United States mills, 



Territory 

wools. 



Fleece 
wools. 



67. 25 ' 
62. 2S 
53. S3 
48.09 



60 
155 
150 
145 



South American. 



United 
States 
nulls. 



47 

49.44 
33.93 
33.17 



For 

mills. 



59.9 

'55.81 



36.44 



Australian. 



United 
States 
mills. 



48.22 
43.13 
37.26 

29.40 



For 
mills. 



58.82 



1 Shrinkages filled in on estimated shrink of these grades, Bureau of Markets. 

The above table shows that the fine wools of the United States 
shrinking from 60 per cent to 67 per cent came directly in competition 
with imported wool shrinking»47 per cent to 48 per cent and so on 
down the line. 



2502 TAMFP — ^WOOL AND MANUFAOTITBES OF. 

Senator Watsok. Mr. Walker, who prepared those figures ? 

Mr. Walker. It is taken from the report of the Taft Tariff Board. 

The Chairman. There is no use in stating them in detail to the 
committeej because we have official cognizance of them. The table 
may be printed as a part of your remaAs. We are all familiar with 
those figures. 

Mr. Walker. I will not go into those tables in detail, but I will 
give you our source of information. 

The Chairman. We are all conversant with the figures. 

Mr. Walker. Our quarter blood shrinking 45 per cent to 48 per 
cent competing with foreign wools shrinking from 30 per cent to 33 
per cent or approximately one-third of the difference in clean yield, 
while the heavier shrinking wools of foreign countries, comparing 
favorably in shrinkage with our wools, were used outside the United 
States. So, while the manufacturer received a compensatory duty 
based on 33 per cent clean pound, he actually imported wools paying 
as low as 14 cents a pound clean. 

Kecognizing these facts, the Ways and Means Committee of the 
House, in drafting the present wool schedule, have placed the duty on 
a clean-content basis. However, in determining the amount of duty 
on a protective basis, we feel that it is inadequate, as figures of cost 
production as between this and foreign countries will show. And the 
further provision " that none of the foregoing shall pay a higher rate 
of duty than 35 per cent ad valorem " virtually abrogated the 25 cents 
clean duty on 70 per cent of our domestic wools and fulfilled the scrip- 
ture that " To him that hath not shall be taken away even that which 
he seemeth to have." The only exception to this being the heavier 
shrinking fine wools, which on present value of 32 cents per pound 
in the grease on Delaine combing and 27 cents per pound grease on 
fine clothing means, respectively, an ad valorem duty of 28.8 per cent 
and 26.9 per cent. 

I may say to the committee that we prepared this table in August, 
as we understood that the hearings were to take place shortly after 
that time, and there is a slight variation in the figures that we have 
submitted, but very slight. The proposition still holds true. In other 
words, whenever clean woqIs are worth 71.4 cents per pound the ad 
valorem of 35 per cent equals the duty of 25 cents a pound clean. An 
advance in price over 71.4 cents per pound clean means that the ad 
valorem rate decreases by virtue of the fact of the 25 cents per pound 
clean-content provision. For example, were wools worth $1 per 
pound clean, the ad valorem duty would be 25 per cent. If they were 
worth $1.25 per pound clean, the ad valorem duty would be 20 per 
cent. Should they go to $2 per pound clean, the ad valorem duty 
would be further reduced to 12^ per cent. 

As the bill now stands, the grower is limited in his protection on 
his low-priced wools by virtue of the 35 per cent ad valorem clause, 
and on his high-priced wools by the 25 cents per pound clean content 
clause, as no matter how high wool values may go, the duty can 
never exceed 25 cents per pound clean, which interpreted on an 
average shrinkage on all classes of wool produced in the United 
States means an average of between 10 cents and 11 cents per grease 
pound. 
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In the Daily News Record of July 18, the National Association of 
Wool Manufacturers issued a statement from which the following is 
quoted : 

The Fordney tarift biU of 1921 was submitted to the House of Representatives 
by the Committee on Ways and Means, on June 29. So far as the wool and 
wool products schedule is concerned, the outstanding feature is its Inconsistent 
and haphazard character. It can be deduced from internal evidence that who- 
ever drew the schedule was wholly unfamiliar with the wool-manufacturing 
industry. Moreover, whoever drew the schedule was not able, for one cause 
or another, to hold consistently to any definite policy. The whole apparent 
underlying principle, if the schedule has one, is that the Payne-Aldrich rates 
should be increased on raw material and decreased as much as possible on 
manufactures. 

The duty on clothing wools is put at 25 cents a pound regardless of the 
fact that the price of these wools in the American market will range from 
less than 10 cents to more than $1 per pound. The proviso limiting the amount 
to 35 per cent of the American value of the wools was necessary to lieep 
the wool duty from reaching indefensibly high ad valorem equivalents on 
wools of low value. Granting that the woolgrowers are entitled to a maximum 
of protection and that the maximum permissible in any schedule is the Payne 
Aldrlch rate, the course of obvious wisdom would have been to put the duty 
on unmanufactured wool on the Payne-Aldrich basis. 

The real mistake, however, is in the adoption of the flat rate of duty for 
a product with extreme variations in value. The flat rate which was adopted 
put the ad valorem equivalents of the wool duty far above those ever levied 
in any former wool schedule. The remedy for this situation in connection with 
the wool duty is to return to the system of collecting wool duties which has 
been in successful operation for over half a century. Put the duties on grease 
wool with proper corresponding rates for washed and scoured wool. 

The most conspicuous fact about the rates on manufactures is that they 
are not protective. They are merely revenue rates. 

Some of the statements in this article are misleading, and should 
not be allowed to go uncontroverted. Referring to the statement 
that " The apparent underlying principle of the schedule is that the 
Payne-Aldrich bill should be increased on raw material," an analysis 
of the Payne-Aldrich bill shows that throughout it was based on 
a duty of 11 cents per grease pound, and 33 cents per clean pound. 
The manufacturers' compensatory, as before pointed out, was on 
the 33 cents per clean pound basis, as their statements repeatedly 
show that it required 3 pounds of domestic grease wool to make 1 
pound of clean wool. The grease duty on American wools based on 
this shrinkage at 25 cents per clean pound is 8 J cents per grease 
pound, or 2| <3ents per grease pound less than under the Payne- 
Aldrich bill. One or two things is very apparent, either these rates 
are lower on a whole than the Payne-Aldrich rates, or manufacturers 
in determining their compensatory duties in the past have not 
correctly stated shrinkages on domestic wools, on which their com- 
pensatory duties were based. Second statement: 

The duty on clothing wools is put at 25 cents per pound, regardless of the 
fact that the prices of these wools in the American market will range from 
less than 10 cents to more than $1 per pound. Therefore, the ad valorem 
limiting clause of 35 per cent was absolutely necessary to prevent loss from 
original indefensibly high ad valorem equivalents on wools of low value, and 
the course of obvious wisdom would have been to put the duty on manufactured 
wool on the Payne-Aldrich basis. 

It is very evident that an abnormally wide range of values, due to 
great accumulation of certain grades of wool, is taken advantage of 
in this statement, and growers are interested to know just what class 
of wools are worth $1 per pound or more in the American market 
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to-day. But, asefume that to be the case, we find an ad valorem 
equivalent based on low-grade South American, present value 11 
cents per grease pound, clean value 16.41 cents per clean pound of 
160 per cent. This is the extreme case in quantity of production and 
is so by virtue of the fact that these wools are very light in shrinkage. 
The protection to the grower in the United States on this grade of 
wool would be 13| cents per grease pound based on the domestic 
shrinkage, which would still permit these wools to be sold to manu- 
facturers at a cost of 41.14 cents per clean pound — ^surely not an ex- 
cessive price. Our wool of the same grade would sell in competition 
at 23.1 cents per grease pound to the manufacturer. Under the 
Payne- Aldrich bill these wools would carry a duty of 11 cents grease 
or 100 per cent ad valorem, equivalent grease value, or 33 cents clean 
or 200 per cent ad valorem equivalent based on clean value of 16.41 
cents. 

As we advance into wools showing greater shrink the proportion- 
age ad valorem equivalent greatly decreases until an average cover- 
ing all wools shows an actual protection of between 10 and 11 cents 
Eer grease pound based on actual shrinkage. There can, therefore, 
e no advantage in assessing duties on the grease basis so far as 
ad valorem equivalents are concerned, the only advantage is that 
under a flat-rate grease dutv manufacturers would still continue to 
import light-shrinkage wools at nominal duties while getting com- 
pensatories based on 25 cents per clean content duty. Third : 

The most conspicuous fact about the rate on manufacturers is that they are 
not protective. 

We are equally as much manufacturers as the man who watches 
scoured wool run through a machine and be carded into tops, the 
spinner who makes it into yarn, the weaver, etc. Each of these oper- 
ations may require a very short period of time, but it takes 365 days 
to manufacture a fleece of wool. It requires the skill and the knowl- 
edge to know how to grow a good, serviceable staple, and also how 
to produce work of a certain grade or character. It is not a hap- 
hazard product, not in any sense of a raw material, but has been de- 
veloped from a coarse, hairy product, yielding 1 or 2 pounds per 
sheep, to one of the finest fabrics known in the textile trade, yielding 
six to,eight times its ori^nal weight per sheep. The men that have 
been responsible for this metamorphosis are certainly not t& be 
compared to the men digging ore or coal out of the mine or chopping 
down a tree in the virgin forest. 

There has been as much thought and effort given to produce the 
wool of the present day as has ever been given to the manufacture 
of it. The duties on wool, as the present schedule now stands, are 
in no sense protective, as any duty falling short of covering the 
difference between the cost of production between this country and 
foreign countries is purely a revenue duty. 

What, then, constitutes an effective protective tariff? Naturally 
one that will cover the difference of the cost of production between 
this and foreign countries. How do these costs compare? The 
United States Tariff Commission report of the wool-growing in- 
dustry shows costs of 1918-19 of 45 cents per grease pound in the 
range States and from 54.9 cents to 56.8 cents grease pound in the 
fleece-wool States, figuring the proportionate charges against wool 
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and mutton. The cost of wool production in South America during 
this period was frcMn 21 cents to 25 cents per grease pound, ana 
while no figures are submitted by the board on Australasian costs, 
the fact that the British Government fixed a flat rate of 31 cents per 
grease pound on these wools, which, according to producers of wool 
in that region, afforded them a comfortable margin above cost of 
production, these figures may be safely used. 

During this period it cost annually, according to Mr. Benson, of 
Washington, in tariff hearings before the House Ways and Means 
Committee, $2.50 per head to run sheep in Australia. The Tariff 
Commission's report shows that in South America the range was 
from $1.25 to $8.12 per head, while in the range States the cost was 
$8.20 per head and in the fleece-wool section, $8.63. 

From this we find a difference in production cost of South 
American wools as compared with range wools of the United States 
of 20 cents to 24 cents per grease pound. On fleece wools, 31 to 34 
cents per grease pound. On Australians the differences are 14 cents 
and 24 cents to 27 cents, respectively. Reducing these to a clean 
basis will show a still greater spread, due to the lighter shrinkages 
on imported wools, as reference to the following table will show. 

Comparisoi;i of cost of production clean content basis of domestic 
and for eign wools 1918-19. 

(Mr. Walker thereupon produced the following table, which is 
here printed in full, as follows:) 



Country and grade. 



South America: 

Fine 

One-half blood 

Three-eighths blood 

Ono-fourth blood 

Australia and North Zealand: 

Fine 

One-half blood 58s 

Three-eighths blood 50s. . 

One-fourth blood 466 

Territory fine 

United States: 

One-half blood 

Three-eighths blood 

One-fourth blood 



Grease, 
cost of pro- 
duction. 


Shrinkages 
(per cent). 


Clean cost 
of pro- 
duction. 


Advan- 
tage.i 


90.25 
.25 
.25 
.25 

.31 
.31 
.31 
.31 
.45 


60 
55 
38 
30.5 

67 
46 
41 
39 
64 

62.28 
53.83 
45 


$0.6025 
.555 
.571 
.393 

.72 
.574 
.525 
.5082 
1.25 

1.19 
.974 ■ 
.818 


10.6475 
.635 
.571 
.4725 

.53 
.6178 
.449 
.31 


.45 




.45 




.45 





1 Advantage of South America, Australia, and New Zealand in cost of production over similar grade 
domestic wools (per pound clean). 

The highest production costs are used in computing South Amer- 
ican wool production costs. The British Government valuation price 
is in Australian costs. The lowest American cost of production is 
used. The shrinkage of foreign wools are the highest shown by 
foreign scouring mflls. The higher production costs in the fleece- 
wool States will practically offset the lighter shrinkage of these wools. 

Present Tariff Board cost, of production table used, Taft Tariff 
Board shrinkages, as present board submitted no shrinkages. We 
have tables, which I have submitted, showing that, based on the report 
of the Tariff Commission, their findings of the cost of wool produc- 
tion in South' America to-day, based on the clean basis there is an 
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actual advantage from 31 to 64 cents per pound, based on the range 
in the different grades of wool between the cost of production of wool 
in this country and foreign countries. 

Senator Watson. With how many foreign countries ? 

Mr. Walker. Based on South America and Australia, which are 
our two leading competitive countries. The figures on Australian 
wool are taken at 31 cents, which is the British Government valuation 
price, which afforded the growers a fair margin of profit. 

Senator Watson. If the American wool producer is sufficiently pro- 
tected from the competition of South American and Australian wool, 
that will sufficiently protect him from other foreign countries? 

Mr. Walker. Those are the two principal competing countries. 
The only other one there is is South Africa, and that is not so much. 

That table, as given by the Tariff Board's report on South America 
and the lowest shrinkages in this country, indicate that we have 
given all the advantage possible in making this report. 

When the fact is considered that wools imported into this country 
are materially lighter in shrink than the figures used in this table, 
their advantage over similar grades of domestic wools in clean con- 
tent cost becomes apparent. However, as the table stands, it shows 
an advantage of from 31 to 64.75 cents per clean pound for foreign 
wools of similar grades over our wools. 

The comparisQn as to the relative position of wool producers and 
wool manufacturers may be had by the following. In 1912 the price 
of wool was as much and in manj instances more than values through- 
out 1921, while in 1912 the price of woolen fabrics were only half 
the price of similar grades to-day, with no prospect of any material 
reduction in sight, or, where in 1912 one hundred pounds of wool 
would purchase a given yardage of a certain grade of cloth, to-day it 
will take 200 pounds or more to purchase the same quantity of the 
same grade of cloth. 

Senator McCumber. Retail or wholesale ? 

Mr. Walker. Wholesale. This is not given to show that the 
manufacturer is charging undue or extortionate prices. We believe 
he is justified in the increased price and that higher labor costs and 
overhead are responsible for the situation, but the producer of wool 
also has to meet these same higher labor charges, the same increased 
overhead, the same increased burden of taxation, and if the manu- 
facturer is only making a legitimate profit — and we believe he is — 
what, then, must be the condition of the sheep industry, because not 
only has the sheepman to meet the competition of wools produced 
in foreign countries on much cheaper costs, but he has also the 
competition of his own second-hand product, shoddy, whose produc- 
tion is greater in this country than all the virgin wool produced 
therein, to contend with. As previously stated, we are not asking 
for a duty that will adequately protect the wool producer under 
present conditions; we are asking for a bill that will afford him a 
fair chance under normal conditions, and this the Fordnejr tariff 
bill signally fails to do. The following table shows what it actu- 
ally accomplishes : 

(The table entitled "Analysis of wool schedule in the Fordney 
tariff bill made by the Bureau of Markets, Department of Agri- 
culture," submitted by Mr. Walker is here printed in full, as follows : ) 
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Table .No. 3. 



Grade. 



Low: 

One-fourth... 

Do 

Three-eighths 
One-half..... 

Medium clothing. 

One-half clothing. 

Fine clothing 

Delaine 



Shrink. 



Per cent. 
42 
45 
50 
55 
48 
56 
65 
61 



Yield. 



58 
55 
50 
45 
52 
44 
35 
39 



Duty per 
grease 
pound 

on basis 

of 25 cents 

pound, 

clean. 

content. 



14.5 
13.75 
12.5 
11.25 
13.0 
11.0 
8.75 
9.75 



Current 

value in 

grease. 



Cents, 
15 
24 
26 
30 
20 
24 
27 
32 



Duty, 35 
per cent 
ad va- 
lorem, 
clean. 



Cents. 

09.1 

15.27 

18.20 

23.33 

13.46 

19.00 

26.90 

27.70 



Duty, 
grease 
basis. 



Cents. 
5.28 
8.6 
9.1 

10.5 
7.0 
8.4 
9.4 

11.9 



The duty on fine clothing and Delaine as shown in last column 
would not obtain, as the preceding column shows this duty would 
be more than 25 cents per clean pound. 

The following analysis was made by representatives of wool 
owers' associations and farm bureaus having a practical knowl- 



growers 



edge of wool production. This analysis is highly important because 
it affects approximately 45 per cent of our domestic clip. 

(Mr. Walker thereupon submitted the following table, which is 
here printed in full, as follows:) 



Table No. 4. 



South American. 



One-fourth blood. . . 
Three-eighths blood 

Carbonizine 

Rejects and off 







Duty per 






grease 






pound, 


Shrink. 


Yield. 


on basis 
25-cent 


f 




pound 

clean 

content. 


Percent. 


Percent. 


Cents. 


33 


67 


16.75 


38 


62 


15.50 


60 


40 


10.00 


50 


50 


12.5 



Current 
value in 
grease. 



Duty, 

35 per 

cent ad 

valorem, 

clean. 




Duty, 
grease 
oasis. 



Thirty-five per cent of our domestic clip will come in competition with. South American 
three-el^htlis and one-fourth, which under the proposed 35 per c^it ad valorem schedule 
will be admitted with an average duty of less than 6 cents i>er grease pound. 

As will be noted, a portion of this table was compiled by the 
Bureau of Markets, based on average shrinkage for the several 
grades. The prices used were current prices quoted in Boston trade 
papers of July 6, 1921. 

The table on South American quarter blood and three-eighths 
blood is especially illuminating, in view of the fact that wool im- 
{>orts of these grades into the United States have comprised approxi- 
mately 50 per cent of the total imports of clothing wools for the 
past nve years. 

Based on Tables 3 and 4 of values, the following table sh^ws the 
proper compensatory duties for manufactures of wool, using the 
method of determining compensatory duties recommended by the 
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Taft Tariff Board, and we believe the wool manufacturers will admit 
that this method of determining compensatory duties is fair and 
adequate. 

(Table referred to and submitted by Mr. Walker is here printed 
in full, as follows:) 



Grade of wool. 



Low: 

One-fourth 

One-fourth 

Three-eighths 

One-half 

Medium clothing 

One-half clothing 

Fine clothing 

Delaine clothing 

South American, one-fourth 



Duty 35 
per cent ad 

valorem, 
peri>ound. 



$0.09 
.1527 
.1820 
.2333 
.1248 
.19 
.25 
.25 
.074 



Proper 
compen- 
satory 
duty on 
tops, per 
I>ound. 



$0,090 
.1680 
.2002 
.2566 
.1373 
.209 
.275 
.275 
:0814 



Compensatory 

duty on tops, 

Fordney bill 

per pound. 



$ai6|-0-27^ 
.16- .27j 
.16-.27J 
.16- .27i 
.1<^- .27) 
.16F.27i 
.27i 
.27j 
.16J-.27! 



Excess of com- 
pensatory 
duty in 
Fordney bill 
over compen- 
satory duty 
actually 
needed. 



Sa06H).17i 
.1070 
.0748 
.0184 
.0294^.1378 
.066 



.0852-. 1898 



Proper 
compen- 
satory 
duty on 
yam, per 
pound. 



$0.1069 
.1814 
.2162 
.2771 
.1483 
.2257 
.30 
.30 
.0879 



Grade of wool. 



1^0 w I 

One-fourth 

One-fourth 

Three-eighths 

One-half 

Medium clothing 

One-half clothing 

Fine clothing 

Delaine clothing 

South American, one>fourth. 



Compen- 
satory 

duty on 
yam, 

Fordney 
biU. 



$0.2040.30 
.20- .30 
.20- .30 
,20> .30 
.20- .30 
.20- .30 
.30 
.30 
.20- .30 



Excess com- 
pensatory in 
Fordney bill 
over compen- 
satory actually 
needed. 


Proper 
compen- 
satory 
duty on 
cloth. 


Compen- . 

satory 
duty on 

cloth, 

Fordney 

bill. 


$a0931-$0.1931 

.0186- .1186 

.0838 

.0229 

.0517- .1517 

.0743 


$0.1283 
.2177 
.2594 
.3325 
.1780 
.2708 
.36 
.36 
.1065 


$0.20-$0.36 
.20- .36 
.20- .36 
.20- .36 
.20- .36 
.20- .36 
.36 
.36 
.20- .36 




.1121- ..2121 



Excess com- 
pensatory in 
Fordney bill 
over compen- 
satory actually 
needed. 



$0.0717-^0.2317 
.1423 
.1006 
.0275 
.082- .182 
.0892 



.0045- .2645 



From the above table it will be noted that, based on to-day's wool 
prices, the excess given the manufacturer in his compensatory duty, 
goes as high as 10 cents per pound on tops, 20 cents a pound on yams, 
and 25 cents on cloth. 

Senator MoCumber. You say "to-day's." Do you mean under 
existing law ? 

Mr. Walker. Under the Fordney tariff, not under " existing law," 
because to-day we are under the emergency tariff bill, and this has 
reference to the permanent tariff bill as it comes from the House. 

Senator McCumber. That is the reason I was inquiring what you 
meant — to get the significance of the word " to-day '' as used. 

The following are yarn and top prices quoted by daily news record 
on July 5, 1921. 

(The table referred to and submitted by Mr. Walker is here printed 
in full, as follows:) 

The foUowing are yarn and top prices quoted by Daily News Record on 
July 5, 1921 : 

2-208, 2-248, South American $0.90 -$1.05 

2-348, quarter blood 1. 15 - 1. 25 

2-36s, three-eighths blood 1.35 - 1.45 

2-40B, half blood 1. 751- 1. 80 



TAKIFF — WOOIi AK1> MANITFAOTUBES OF. 2509 

French epun yarns: 

1-208, three-eighths blood $1.30 -$1.40 

1-248, half blood 1. 50 - 1. 60 

1-308, half blood 1. 65 - 1. 70 

1-408, half blood 1. 70 - 1. 80 

2-368, three-eighths blood 1.55 - 1.65 

2-408, half blood 1. 85 - 1. 95 

2-50s, fine 2.10 - 2.15 

Tops: 

648, Australian 1.15 - 1.20 

608, Australian 1.05 - 1.10 

Fine territory 1. 10 - 1. 15 

Half blood 95 - 1 . 00 

High three-eighths blood 80 - .85 

Jjow three-eighths blood 70 - .75 

High quarter blood 65 - .70 

468 55 - .60 

448 40 - .45 

408 35 - .40 

36s 35 - .40 

It will be noted from these quotations that none of the yarns 
quoted would have less than 30 cents per pound compensatory duty 
under the Fordney bill, because all are above 55 cents per pound, so 
that in table 6 you should consider only the highest amount in the 
column showing excessive compensatory duty on vams. With these 
prices for yarn it is quite evident that under the fordney bill practi- 
cally no cloth wholly or in part of wool would take a compensatory 
duty of less than 30 cents per pound. 

A statement made by a prominent worsted manufacturer that he 
could secure South American quarter-blood wools at 12 cents per 
pound clean would mean a duty of 4.2 cents per pound clean content 
or less than 3 cents per pound m the grease. 

Senator Watson. You are speaking now of the Fordney tariff? 

Mr. Walker. Under the Fordney schedule. This is showing our 
objection to the Fordney schedule. 

The proper compensatory duty based on these figures is 4.62 cents 
per pound for tops, 4.98 cents per pound on yarn, and 5.98 cents 
per pound on cloth. In this case the excess of compensatory duty 
on cloth would be from 14 cents to 30 cents per pound. 

The Chairman. Did you appear before the Ways and Means Com- 
mittee, Mr. Walker? 

Mr. Walker. We were given a hearing after the bill was reported 
out — a 10-minute hearing I think was all we appeared, because we 
did not anticipate that that limiting clause would be placed in there, 
and we presented a very brief statement of our objections to that 
limiting clause at that time. 

The duty on 25 cents per pound clean content would make these 
wools worth to the manufacturer 38i cents per pound clean, which 
is certainly not an excessive price. This would mean a value of 26 
cents per pound grease basis. 

In addition to the excess of compensatory duties shown in the 
tables it must be remembered that the manufacturer also has ex- 
cessive compensatory duties where shoddy is used, and when you 
consider the amount of shoddy used in a year it will be readily seen 
that the manufacturer who uses it gets excess compensatory dutieSi 
because shoddy is never as high in price as the same grade of cleian 

60713— 21— PT 32 2 
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wool. This is an added reason for the speedy enactment' of tlie 
Fi-ench-Capper "truth in fabric" bill, for with this law on the 
statute books it would be easy to levy a compensatory duty on goods 
based on the amount of both virgin wool and shoddy they contained. 
You may be able to form some idea of the amount of shoddy used in 
this country from the fact that in 1917 (the latest statistics available) 
we produced more shoddy in the United States than we produced 
virgin sheeps' wool. 

As the schedule now stands, it not only works great hardship on 
the producer of wool, giving him a minimum of protection when he 
needs the maximum, but it fails to pass this reduction on to the con- 
sumer, as the compensatory duty oi the manufacturer is based on a 
25-cent per pound, clean-content wool duty throughout, where in 
some instances he is securing his wools at one-fifth that value, as in 
the case of the South American quarter blood referred to, and in no 
instance is he obliged to pay more than 25 cents per pound clean 
content. We believe, as the bill now stands, that this is unfair and 
unjust to both the producer and consumer. 

The statement has been made that on a basis of 25 cents per pound 
clean content, some wools would be dutiable at more than 100 per 
cent ad valorem, which would force the manufacturer out of busi- 
ness. We maintain that whether the ad valorem duty on wool be 
2 per cent or 100 per cent, it will not affect the manufacturer, as his 
compensatory duty is based on 25 cents per pound clean content 
basis, and in no case can a higher duty than 25 cents per pound clean 
be assessed against imports of wool. 

Senator Watson. Figuring these duties in regard to imports under 
the Fordney bill, do you take into consideration, as a basis of calcu- 
lation, the American valuation? 

Mr. Walker. Senator, the basis of calculation is the price that 
these wools are landed in Boston, in American money, and that nat- 
urally would be the American valuation. 

Senator Watson. And that is the basis, then, for calculation? 

Mr. Walker. That is the basis on which our calculations are 
made— on American valuation. 

If the ad valorem duty on a 25 cents per pound clean content basis 
equals a 100 per cent ad valorem duty, the only possible conclusion 
that can be reached is that manufacturers are purchasing these for- 
eign wools at such ridiculously low prices that they can be brought 
into this country, pay a 25-cents clean-content duty, and still cost 
much less than domestic growers can produce them for; and if the 
tariff principle of the Republican Party is one for the protection 
of home industries, which we believe it to be, there certainly never 
was more urgent need for an effective protective tariff than at the 
present time. The tariff protection provided by the Fordney emer- 
gency tariff act affords the woolgrowing industry relief so long as 
it is in force ; the substitution of the proposed wool schedule in per- 
manent tariff, with the limiting ad valorem clause, will afford the 
growers less than one-half in many instances, and in some instances 
less than one- fourth the protection which the emergency tariff bill 
provides. 

There has been so much testimony at previous hearings regard- 
ing the use of carpet wools in the manufacture of clothing fabrics 
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that we do not propose to go into the matter at length, except to 
make the statement that there are certain East Indian wools, 
principally Jorias and Vicaneers tliat are used out and out far fabric 
purposes. These wools compete with the lower grades of domestic 
spring lamb wools rtnd should be taken out of carpet wools — para- 
graph 1101, Fordney tariff bill. By classing these wools as carj^et 
wools, they evade a higher rate of duty and when manufactured into 
cloth have the benefit of increased excessive comj)ensatory duties. 

The condition of the sheep industry in the United States to-day is 
such that unless adequate protection is granted in the permanent 
tariff bill, which can only be obtained by increasing the rate of duty 
and the elimination of the ad valorem clause, it will inevitably be 
ruined. 

The census of the sheep population in the United States of 1910 
shows about 52,500,000 head. The advent of the Underwood tariff 
bill, placing wool on the free list, so reduced the flocks that in spite 
of abnormal conditions brought on by the war and the patriotic 
efforts of flock masters to increase production, the census of 1920 
showed a sheep population of less than 35,000,000 head, or 28 per 
cent reduction in the 10-year period, while the period from January 
1, 1920, to the present date shows a still further decline of around 
5,000,000 head. 

So that to-day we are facing one of the greatest shortages in the 
sheep industry that we have ever faced. 

Senator Watson. You agree, do you not, that the emergency tariff 
was one of value? 

Mr. Walker. Of absolute value. It was the thing that saved us; 
it was the only thing that saved us, because if it had not been for 
the emergency tariff I doubt whether there would not be 5,000,000 
more sheep to-day on the market by this time. 

Senator Smoot. And many wool grower^ would be in the hands 
of receivers, bankrupt. 

Mr. Walker. They would be on the rocks. 

The Chairman. This legislation saved the industry for the time 
being? 

Senator Gooding. Absolutely. 

Mr. Walker. There is no question about it, Mr. Chairman. 

We believe the wool-growing industry is one of the most vital 
in the United States. For proof of this, we need not go further back 
than the war conditions that prevailed when we were cut off from 
wool imports. Our civilian population was compelled to go on a 
shoddy basis. 

If the sheep industry of the United States is dstroyed, and as this 
measure now stands, it can mean nothing else, what would be our 
position in the event of another war ? 

In conclusion we submit that— — 

First. The sheep industry is a vital one and must be protected. 

Second. That the wool schedule of the Fordney tariff bill is in 
no sense protective, as this' has been demonstrated by a comparison 
of production costs in South America and Australia with the United 
States. 

Third. We believe that such a measure, combined with the pas- 
sage of the " truth in fabric " bill, which will put a stop to shoddy's 
counterfeiting virgin wool, which would prevent the possibility of 
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a condition prevailing as pointed out by Fibre and Fabric, a textile 
publication, of Boston, Mass., in its issue of April 9, 1921: 

We look for the emergency tarifle when passed to allow for a greater busi- 
ness In reworked wools. Beyond any doubt the higher market for wool re- 
sulting from the tariff will work to the advantage of the reworked wools. 

The passage of these two measures, we believe, would restore con- 
fidence in ^h^ sheep industry, and shortly bring production to the 
point where we would supply our own needs. 

Fourth. It has been the history of wool tariflF legislation in the 
past that in nearly every instance the manufacturer has had hidden 
protection in his compensatory duties, and as this schedule now 
stands with the manufacturer's compensatory duty based on a 25 
cents clean content duty throughout, and his actual duty ranging 
down as low as 5 cents per pound, he will still enjoy this Ixidden 
protection. 

The Chairman. What do you mean by "hidden protection"? 
There is nothing hidden about it. 

Mr. Walker. It is hidden in this way : Under the 35 per cent 
ad valorem clause he is importing wools here and paying a duty of 
as low as 5 cents a pound clean. His compensatory duty on that 
pound of cloth is based on 25 cents a pound clean. In other words, 
he has an advantage of 25 cents a pound under that, which does not 
appear on the surface, and the consuming public believes that that 
is passed to the woolgrower, when in reality it is not; and that is 
what I term "hidden " — ^it is "hidden " from the general public. 

Senator Gooding. In other words, Mr. Chairman, he has a specific 
duty 36 cents a pound on a pound of cloth, and not an advalorem 
duty at all, and regardless of how cheap his wool is, how cheap he 
can buy under the advalorem clause; if it is 65 cents a pound he 
still gets 36 cents a pound per pound of cloth. 

Senator Smoot. The manufacturer gets the full amount ; the wool- 
grower, under the provisions, can not get it ? 

Mr. Walker. He is limited. 

It may be possible that the manufacturer needs added protection 
in order to compete successfully with foreign manufacturers, and if 
such be the case, we, as woolgrowers, want to see him have it, but 
he certainly should not be allowed to get it under guise of protec- 
tion to the grower, which it most certainly is not. 

It is a generally accepted fact that wool producers have never 
received the entire protection which wool tariff schedules intended 
they should have, and which the consuming public actually believes 
they received, and in the drafting of this present measure we are 
only asking for equal consideration with the manufacturer. 

All that we, as woolgrowers, ask is that we be accorded the same 
treatment as other industries that have the benefit of a protective 
tariff, in accordance with the pledge of the Eepublican national 
committee, which we quoted heretofore. 

We realize that the wool manufacturer needs protective duties, 
and we desire to see the.m have a duty that will be really protec- 
tive, but we insist that the compensatory duty be no more than 
actually compensatory. And if such be the case we, as woolgrowers, 
want to see the manufacturer get it, but he should not be allowed 
to get it under the guise that the woolgrower is getting it, which 
he certainly is not. 
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The Chairman. You are not interested in having an eastern 
market for your product — ^the manufacturers? 

Mr. WAiiKER. Absolutely; we are interested in the manufacturer, 
he is our only market. ' 

The Chairman^. Your interests are cdmmon? 

Mr. Walker. Our interests are common. In this respect, we do 
not want to see the manufacturing industry go down, because it is 
our market. But, on the other hand, we want to know and we want 
the public to know just exactljr where he stands and what protection 
he snail have and what protection we shall have. 

The Chairman. My analysis of it is that you both ought to have 
what you require to keep the industry going." There is oSy one test. 

Mr. Walker. That is absolutely correct. 

The Chairman. That is a very practical test. 

Senator Watson. Have you, "Mr. Walker — and you and your. as- 
sociates are very active in these matters — made an attempt to com- 
pose your differences, if differences there be, with the manufac- 
turers, so as to reach a basis for understanding? 

Mr. Walker. Senator, the only thing that we have tried to do 
was to find out what it was costing us to produce wool. The manu- 
facturers told us that their compensatories, of course, would be 
based on the difference between our cost and foreign-wool cost, 
and that we could work them out, and whatever we felt was right 
and proper — whatever we could show was right and proper — they 
would be willing we should have, and that is as far as we have 
ever gone in the matter recently. There was a time when the 
manufacturers and woolgrowers got together and thrashed the 
thing out and presented a common cause. We have not thought it 
advisable to go into that. We do not know what the manufacturer 
needs, and he ought to be able to prove his own case. The only 
thing we are attempting to show is that we are in a bad way. 

Senator Smoot. That there is discrimination in the pending bill? 

Mr. Walker. And that there has existed discrimination in this 
bill in favor of the manufacturer. Whatever he needs we would 
like to see him have, if it is fair. That is as far as we can go. 

The Chairman. Do you mean that the grower is not getting suffi- 
cient protection ? 
. Mr. Walker. Absolutely ; he is not. 

The Chairman. Is the manufacturer getting atnple protection? 

Mr. Walker. I could not say about that, because I do not know 
what he requires as a manufacturer. I am not in position to state. 
If he is not getting enough, he ought to have it. But that is his case 
and not ours. 

The Chairman. If we can not keep the manufacturer going, you 
will not have a market. 

Mr. Walker. If he is not kept- going, we will not have a market, 
certainly, and we want the manufactui*ers to run. But, on the other 
hand, we do not want the manufacturers to take the protection that 
has been given to us. 

I have just this statement I want to make — I was coming to repre- 
sent the Ohio Wool Growers' Association. I will say that this is 
submitted by Mr. J. B. Wilson, of McKinley, Wyo., and myself as 
the tariff committee of the National Sheep and Wool Bureau. 
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The CjiAiifMAN. You have, made a clear statement which has been 
very illuminating, and w,e will.be glad to have, that inserted in our 
record.; » . . ' ^ 

Mr. Walker. I just want to say that the Ohio Wool Growers' 
Association is an orgamzation representing 20,000 actual paid-up 
memberships in the otate of Ohio. 

Tlie Chairma^st. Hpw many have you got in Pennsylvania I 

Mr. Walker. We have quite a lai^^ m.embership in Pennsylvania, 
pai-ticularly in the western part of tne Stajbe. 

The Chairman. In Washington County ? 

Mr. Walker. In Washington and Greene Counties, and I would 
say that we have handled for Wasliin^ton and Greene Counties prob- 
ably a half million pounds of wool this year. 

We have our own marketing organization and market diiiectly to 
the manufacturers, and my work as secretary has taken .me in every 
county in Ohio and the major part of western Pennsylvania and 
a great portion of West Virginia, and the conditions hold true there 
throughout, and also in Indiana. 

The condition of the sheep industry in those four States to-day is 
a declining one. . To-day we have in Ohio less than one-tliird of the 
sheep population we had in 1867. This is due largely to the uncer- 
tainty of the sheep business. We would have protectipn through a 
period of three or four years, and then we would have free tirade; 
m fact, under the war we had it. 

Senator Watso^jt. Take, for instance, several States— Ohio, Wyo- 
ming, Idaho (Senator Gooding's State), and Oregon. You produce 
principally the same kind of wool in the four States, do you ? 

Mr. Walker. Those States produce quite a large amount of the 
same kind of wool. 

Senator Watso>:. What is the difference in the cost of producing 
a pound of the sanae kind of wool in those four States, if there be a 
difference? 

Mr. Walker. I will say this, Senator : That the report of the Tariff 
Commission shows — I wanted to get to that just a mnm^^nt^-that it 
actually cost in 1918 and 1919, the l?:st figureiB we have available^ in 
the range States, I think it was 45 cents per cleafi pound, and in the 
Eastern States between 54 and 56 cents per clean pound. I may be 
wrong as to those figures regarding the range States. 

While we have cheaper labor and our feed i$ some cheftper, last 
year's avooI has been produced under those figures, and th^ 1922 clip 
will not be produced much under 15 or 20 per cent under those 
figures. 

Senator McCumber. That takes into consideration the <50st of land 
on which you feed your sheep, etc. ? 

Mr. Walker. Yes, sir. 

Senator Watson. That is what I meant. 

Mr. Walker. The statement has been made, and made repeatedly. 
tliat men could well afford to keep sheep for mutton value and for- 
get there was such a tiling as wool. An interesting thing that the 
Tariff Board brought out m this connection with this : That in Ohio, 
West Virginia, and Pennsylvania, in that section producing fine 
wool sheep practically exclusively, the cost of producing a pound 
of wool was less in those fine wool sheep than it was over in the other 
sections where they were kept almost exclusively for a mutton type. 
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It actually cost 64.9 cents a pound to produce a pound of wool of 
so-called fine- wool breeds sheep, giving its proportionate mutton 
value; it actually t'osts 56.8 cents a pound to produce a p^und of wool 
for the mutton breeds, giving equivalent mutton values. So that the 
man wlio ittBrapts to stahd up and give an argument that sheep bkti 
be produced for multon alone is certainly speaking without knowl- 
edge. 

Senator McC umber. It should hie remembered that a gentleman in- 
Wyoming who sent a carload or two of siieep to Chicago and got 
32 cents apiece for them, wool and mutton and all. could hardly 
agree with that philosophy — that it could be raised lor the mutton 
alone. ^ 

Mr. Wai-ker. I have a statement here, Senator, that I did not 
make, but which I would like to make now. 

An instance of the condition of woolgrowers is shown by the fact 
that an Arizona flockmaster shipped 1^017 lambs to the Chicago 
market June 1 and June 15, 1921, and aftei- paying th« feed bill, 
freight, yardage, commission charges, etc., was out of pocket 
$l,445.41~that is, theae lambs sold for that much less than it cost 
to feed them and ship them. This allows him nothing whatever for 
the production cost of the lambs. In other words, he would have 
been $1,445.41 better off if he had cut the lambs' throats instead of 
shipping them to market. 

While this case is extreme, there are numerous instances where 
sheep come to market and do not sell for more than enough to cover 
feed, freight, yardage, commission, and other marketing charges. 
Instances could be multiplied by. the thousands where men WouM 
be glad to get out of the biwiness 25 per cent recovery of their inveist- 
ment. 

Do you have any questions? I shall be pleased to answer any*- 
thing» 

The Chaibman. The vcomioittee has heard you with a great deal of 
interest 

These hearings have been arranged so far as possible to accom* 
modate the individual convenience of different gentlemen here who 
want to leave town. Others are going to remain over, and therefore 
the names are not being taken up in the order printed on the calen- 
dar. The Chair is informed tliat Mr. James N. McBride, represent- 
ing the Michigan Wool Growers' Association, ought to be the next 
witness, and the committee will therefore proceed to hear him. 

Senator McCumber. May I make a suggestion before that i I know 
that the witnesses mresent appreciate the situation. 

The Chairman. That has been explained to them. 

Senator McCumbbr. We appreciate the^ situation existing in the 
Senate to-day. I do not desire to explain what the chairman has 
made clear, but to say that now with the 10-minute speeches that 
we are liable to have a roll call at any time, and those on the com- 
mittee ought to be present on the floor of the Senate. 

The CuAiBMAN. I would like to ask Senator Gooding, or some of 
the witnesses present, how many gentlemen desire to be heard thfs 
niomiixg before we go on the floor of the Senate and dispose of th^ 
revenue revision bill ? 
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Senator Gooding. We have only two or three witnesses who would 
like to be heard this morning. 
The Chairman. Now, Mr. McBride, if you will go on. 

STATEHEHT OF MS. JAMES N. tfoBBIDE, HICHIOAN WOOL OBOW- 

EKS' ASSOCIATION, LANSDTa, MICH. 

Mr. McBride. I reside at Lansing, Mich., and I am both a wool- 
grower and sheep feeder, and I am abo a contractor in manufacturing 
wool — ^not a manufacturer, but a contractor with manufacturers. 

The particular suit of clothes I have on, Mr. Chairman, was made 
from 8 pounds of Michigan fine wool. The cost of this wool to the 
manufacturer at that time — ^the South Bend Woolen Mills, at South 
Bend, Ind. — was 22 cents a pound. There is a fraction over ^ 
pounds of 13-ounce fabric in this particular suit, practically 60 
ounces of finished wool product. 

Under the Fordney tariff bill of 22 cents a pound for 100 pounds 
of wool, with 60 per cent waste for scouring, I would have paid $15.50 
under a straight specific 25 cents a pound duty. When you come to 
add a tax of 35 per cent ad valorem to that it would reduce it to $7.70, 
or practically a reduction of one-half, when you include this ad 
valorem. 

The storm center of the 35 per cent ad valorem and the specific 
duty ranges around the difference in scouring qualities of wool. The 
wool of the north central part of the United otates and all over the 
North, until we get too far south, has a much greater tensile strength 
than South American and some Australian wools. In other wonis, 
we have to have, from the manufacturing standpoint, these strong 
northern wools to make the warp in order to make a good, substan- 
tial fabric. 

I have with me two pieces of cloth here, one manufactured in In- 
diana and one in Illinois. I have a letter from a manufacturer in 
Illinois saying that it is South American wool. These fabrics are 
of equal texture, of equal weight, but one is made from Michigan 
wool and one from South American wool. On the testing machine, 
if you are at all familiar with fabrics, they put it onto the point that 
it tears. This particular piece of cloth [exhibiting sample to the 
committee] is from South American wool, and tests 53 pounds tensile 
stren^h of 42-oimce fabric. 

This other piece, made at another mill [exhibiting another sample 
to the committee], tests 75. 

In other words, if you admit those two pieces of fabrics on the 
same basis you will simply allow the wool that has gone into this, 
the cheaper South American wool, to displace our wool. 

Our manufacturing friends are going to claim to you — and that 
is the critical point — that we have overrated the fine combing wools 
or we have overrated the clothing wools and long wools. We have 
several conditions there. There is, first, textile strength, which is 
strongly in favor of the North American wools; secondly, with the 
British-Australian Wool Association — that was a current arrange- 
ment with Australia and New Zealand and England and the Eng- 
lish Government during the war — ^tliose people were to have the 
prewar price of wool, and it expired with governmental regulation 
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last June. Up to last June, when the wool slump occurred, bur 
friends in Australia were compensated by Government tax; that is, 
they are rebated the difference between the selling price and the pre- 
war price. 

So we have started on a different basis. We have not had Govern- 
ment support ; we have not had a duty during that time- 

The next point I want to call your attention to is that the British- 
Australian Wool Association will sort out high-scouring or high- 
wool content when it is scoured and send it to this country and leave 
the lower-scouring content to go to the low-labor countries in Aus- 
tralia and Germany, where wool mills are all ready for action. 

It also takes the South American wools by 7 cents, and burry, 
seedy, and chaffy wools, and those would not come into this country. 

So when you make the distinction remember that we start on a 
different basis with the Southern Hemisphere, going to the origin of 
this British-Australian Wool Association for tensile strength, and 
we start on a different basis of labor. 

To be perfectly frank with you, our manufacturing friends are 
going to say that we have a spread of about 25 per cent between the 
scouring content of a fine wool, which will scour 60 to 62 per cent, 
possibly higher, and a medium-grade wool that will scour as lo\^ as 
40 per cent; they are going to claim a spread of about 25 points 
there. It would be on the American basis ; but they do not take into 
consideration that that would not be the basis of foreign wools im- 
ported into this country, which are selected wools and not on the 
same basis as our American wools. 

Here is a letter from the manufacturer, who states — I do not care 
to have the name of the manufacturer given to the public; it is on 
his letterhead. 

The Chairman. What town and State is that from ; we do not care 
for the name? 

Mr. McBride. Jacksonville, 111. 

Senator Gooding. Do you know when they got that wool in ? 

Mr. McBride. I could not answer. 

Senator Gooding. I think that is "some of the wool the Government 
is selling, and the carpet wools come in free under the tariff bill, 
and they are putting a great deal of that into clothing nowadays, 
mixing it. 

The Chairman. That is a temporary condition? 

Senator Gooding. It is a temporarj- condition, but they are taking 
advantafife of it. 

Mr. McBride. Another thing that our carding fi'iends ai^ going {o 
call attention to — ^possibly they will forget to state it — is that in 
{ ombing wools a certain percentage of noils results, which increases 
the total cost to the manufacturer of worsteds. That is where you 
will have to carefully differentiate in favor of the American manu- 
facturer who has these conditions. I know well — ^I am not a manu- 
facturer, but I have been trained on those lines, and I think I am 
comx^etent to speak on that point. 

At the present time wool is being bought in South America- at 
7 cents a pound. It is being brought into this country in competition 
with American wool, where cheap labor turns it into yarns, and it 
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is paying 25 cents under the Fordney tariff bill, in addition to 17> 
per cent under the Underwood bill on manufactured products. That 
IS a situation that has actually occurred at the present time. That 
is why we insist on at Wast 33^ cents per pound specific duty, 
and it is the only way that the wool industry can be maintained. 

As a wise economic policy there are two things that demand special 
attention in the United States. For the next two years we can not 
• expect to have wide European demand for our products from the 
farm, but we ought to produce about one-third of the wool we use 
in this countiy. We can pretty nearly reach the point of actual 
domestic needs of clothing and textile wool, and the carpet wools 
we probably never will want to produce. 

So there is one thing that you can increase on the lands of the 
United States most admirably situated and that is the output of wool 
double, and we will not reach the amount that we are actually 
consuming. 

Gentlemen, is there anything fuii;her? 

The Chairman. Does any member desire to address any inquiries 
to Mr. McBride? 

[After a pause.] There do not seem to be any questions. If any- 
thing further occurs to you, you can address a communication in 
writing to the committee, which will receive consideration. 

The Chairman. TJie next witness is Mr. Latta. 

STATEMENT OF MR. W. W. LATTA, IOWA FLEECE WOOL GROWERS' 

ASSOCIATION, LOGAN, IOWA. 

The Chairman. Where do you reside ? 

Mr. Latta. I reside in Iowa. 

The Chairman. In what part of it ? 

Mr. Latta. The western part of the State. 

In the first place, I am a farmer and feeder, and in the second 
place, I am president of the Wool Growers' Association of Iowa, 
and I am on the executive board of the bureau, and represent our 
State at the National Farm Bureau. 

I know we will have to have some protection on our sheep if we 
keep sheep in Iowa. The price of wool has gone down, and they are 
only bidding from 18 to 14 cents, according to the quality of the 
wool, in our country, and it does not pay to raise lambs. I am 
clipping some lambs now, about 1,000 head, and wool is so cheap 
that when I bought the lambs I did not figure on the wool. I am 
simply clipping the lambs to increase the weight faster; they will 
feed better after shearing. It gets the wool off and they feed better 
and they will fatten quicker, and they will ship easier. 

The Chairman. W here will you ship those lambs to ? 

Mr. Latta. To Chicago. If the wool brought 10 cents a pound 
and shearing cost 3 cents a pound 

The Chairman (interposing). You shear for mutton purposes? 

Mr. Latta. Mutton value is about all they are worth now. Of 
course, if there was some value on the wool, that would be a con- 
sideration now, and we must have some value on the wool. 

The Chairman. They are slaughtered at Chicago? 

Mr. Latta. Yes, sir ; fattened and sent to Chicago to be slaughtered 
there. We buy them in Omaha from the range men, and if the range 
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men do not have protection, I do not see how they can stay in busi- 
ness, and I do not see how we can get the lambs if they do not stay 
in business. 

In the southeastern part of the State they raise lambs, and we are 
up against the same proposition. 

Senator Watson. Are you raising these lambs all on the high- 
priced Iowa farm land ? 

Mr. Latta. I am running them in the cornfield to fatten. Our 
land brings from $325 down to $60 an acre; and we have got to have 
some relief or we can not stay in the business. 

Senator Watson. We all agree with you about that. 

The Chairman. We want to establish the industry on a good, 
healthy American basis; that is what we are here for. 

Mr. Latta. We have to have the lambs in order to keep up the 
fertility of our soil. I honestly believe I can increase the yield of 
succeecling crops many bushels per acre by running my sheep in the 
cornfield. It raises the fertility of the soil in that way. 

The Chairman. The sheep are supposed to devastate a country, 
according to the popular acceptation. I am asking as a layman, 
can you explain that? 

Mr. Latta. They will build up the soil in our country. I have built 
up the productive quality of my land, where it would not produce 
but 10 bushels an acre, up to 75 bushels an acre. 

Senator McCumber. How do you build it up, by their eating the 
weeds or simply by the manure ? 

Mr. Laita. By the manure. We feed on the ground and every- 
thing goes back into the ground, stalks and everything, and nothing 
goes out but the wool and the mutton; those are the only things 
that are shipped off of the farm. 

Senator Gooding. How long have you been turning your sheep into 
the cornfields instead of gathering the corn ? 

Mr. Latta. For the last 20 years. I have not shucked a field of 
corn for 20 years until last year. 

The Chairman. Is there any other gentleman who has business of 
such an urgent character elsewhere that he wishes to be heard now ? 
[After a. pause.] If not, the committee will stand adjourned until 
half -past 10 o'clock to-morrow morning, when these hearings will 
be started regularly and proceeded with promptly and rapidly. 

(Thereupon, at 11.50 o'clock a. m., the committee adjourned to 
meet to-morrow, Tuesday, November 8, 1921, at 10.30 o'clock a. m.) 



